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LOCALLY ASSESSED COMMERCIAL PROPERTY

TAX YEAR: 2010

SIGNED: 03-31-2011

COMMISSIONERS: R. JOHNSON, M. JOHNSON, M. CRAGUN
EXCUSED: D. DIXON

BEFORE THE UTAH STATE TAX COMMISSION

PETITIONER, FINDINGS OF FACT, CONCLUSIONS
OF LAW, AND FINAL DECISION
Petitioner,
Appeal No. 11-118
V.
Parcel No. N/A
BOARD OF EQUALIZATION OF Tax Type: Property Tax/Locally Assessed
RURAL COUNTY, STATE OF UTAH, Tax Year: 2010
Respondent. Judge: Chapman

This Order may contain confidential " commer cial information" within the meaning of Utah
Code Sec. 59-1-404, and is subject to disclosure restrictions as set out in that section and
regulation pursuant to Utah Admin. Rule R861-1A-37. Subsection 6 of that rule, pursuant
to Sec. 59-1-404(4)(b)(iii)(B), prohibits the parties from disclosing commercial information
obtained from the opposing party to nonparties, outside of the hearing process. Pursuant to
Utah Admin. Rule R861-1A-37(7), the Tax Commission may publish this decision, in its
entirety, unless the property taxpayer responds in writing to the Commission, within 30
days of this notice, specifying the commercial information that the taxpayer wants
protected. The taxpayer must mail the response to the address listed near the end of this
decision.

Presiding:
Michael J. Cragun, Commissioner
Kerry R. Chapman, Administrative Law Judge

Appearances:
For Petitioner: PETITIONER REP., Manager, PETITIGRE
For Respondent:. RESPONDENT REP. 1, Deputy RURAL GIOY Attorney
RESPONDENT REP. 2, RURAL COUNTY Assessor

STATEMENT OF THE CASE

This matter came before the Utah State Tax Comariskr a Formal Hearing on
September 20, 2011. Based upon the evidence atichd@y presented at the hearing, the Tax

Commission hereby makes its:
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FINDINGS OF FACT

1. The tax at issue is property tax.
2. The tax year at issue is 2010, with a lien datéanuary 1, 2010.
3. At issue is the fair market value of a 2009 MQGRITQACHT that is ( X ) FEET

in length. For 2010 property tax purposes, thejembproperty was located in RURAL
COUNTY, Utah.

4, The subject property is owned by PETITIONER (ifRmer” or “taxpayer”).
The Commission issued an Initial Hearing Order his tmatter on March 31, 2011, and the
RURAL COUNTY Assessor timely requested a Formalritheg

5. The RURAL COUNTY Board of Equalization (“CounBOE”") sustained the
$$$3$$ value at which the subject property was assefor the 2010 tax year. The taxpayer asks
the Commission to reduce the subject’s value tdb$$$The County asks the Commission to
sustain the subject’s current value of $$$$$.

6. The parties agree that the subject property ldhba valued pursuant to the
personal property valuation guides and schedulesdian Utah Admin. Rule R884-24P-33
(“Rule 33"). The parties further agree that therapriate Rule 33 “class” under which the
subject property should be valued is “Class 17 sséks Equal to or Greater Than 31 Feet in
Length.” Finally, based on the age of the subjacht and the 2010 Class 17 depreciation table,
both parties agree that the subject's taxable vahmuld be determined by applying a 63%
“percent good” factor to the “cost new” of the peoty.

7. The parties, however, disagree on subject ptgpeicost new.” The County,
pursuant to Rule 33(6)(q)(iv)(A)(I), determined thabject’s “cost new” to be $$$$3$, based on
the subject’s “Original MSRP” being listed at $$difithe ABOS Marine Blue Book (Exhibit R-
1). If the 63% percent good factor is applied tooat new of $$$$$, the resulting value is the

subject’s current value of $$$$$, which the Cowadls to be sustained.
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8. On the other hand, the taxpayer, pursuant te B8(6)(q)(iv)(B), determined the
subject’'s “cost new” to be $$$$$, based on the ahctuimount it paid for the yacht. The
taxpayer’s actual cost is documented by a copyhefContract of Sale between COMPANY 1
and the taxpayer, dated January 27, 2009 (Exhibjt Rf the 63% percent good factor is applied
to a cost new of $$$$$, the resulting value isid®$$ value that the taxpayer proposes.

9. The County contends that it properly assessedubject property in accordance
with Rule 33(6)(q)(iv)(A)(l), which instructs theadnty to use the manufacturer’'s suggested
retail price (“MSRP") listed in the ABOS Marine BluBook to determine a property’s “cost
new.” The County states that it has used the MBRE&J in ABOS Marine Blue Book to assess
all similarly-assessed boats located in the Coamnty that it would be inequitable to allow the
subject yacht to be taxed on the basis of a lowest‘new.”

10. The County acknowledges that Rule 33(6)(g)fikjvides two alternatives to
determine the “cost new” of a Class 17 propertgc#izally: 1) the County’s method, as found in
Subsection (6)(q)(iv)(A); and 2) the taxpayer’s hoet, as found in Subsection (6)(q)(iv)(B). The
County argues that the existence of two methodisemule gives the County the discretion to use
either method and, at its discretion, the Countysehthe method in Subsection (6)(q)(iv)(A).
The County contends that its choice should be upbetause of the discretion it has been given.

11. To support the County’s determination that sbject's MSRP is $$$$$, as
listed in the ABOS Blue Book, the County proffekddence to show that the subject’'s MSRP is
also listed at $$$$$ by Price Digests (Exhibit R-ZJhe County further shows that models
similar to the subject yacht (but with differentrbepower) have MSRP’s in Price Digests of
$$3$% and $$$$$ (Exhibits R-3 and R-4).

12. The Price Digest information submitted by treuty shows a “Retail Price,” in
addition to an MSRP, for each yacht. For examplile the subject yacht's MSRP is listed in

Price Digests at $$$$3, its “Retail Price” is Ity the same source at $$$$$. The County
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stated that it believed the “Retail Price” woulghmesent the “suggested actual sales price” that a
buyer would most likely have to pay for a particutaat. The County admitted that it had rarely,
if ever, seen a boat with a sales price as higtsdisted MSRP.

13. The County does not dispute that the taxpag&r $$$$$ for the subject yacht.
Nevertheless, the County questions whether theateex{s purchase of the subject yacht at $$$$$
was an arm’s-length transaction. The County pomitsthat the price at which the taxpayer
purchased the subject yacht was a “cash” pricee Chunty wonders whether the taxpayer
received a discount by paying cash for the sulpecperty. The County $3$$$ is so much
higher. Because of these questions concerningubject’'s sales price, the County contends that
“cost new” should be determined under Subsectigfg)6v)(A) of Rule 33 instead of under
Subsection (6)(qg)(iv)(B).

14. PETITIONER REP. stated that he flew to CITYSTATE 1 to see the subject
yacht before the taxpayer purchased it. He stiftdCOMPANY 1, the dealership from which
the taxpayer purchased the subject yacht, had aldeeations, including one near CITY 1. He
stated that COMPANY 1 initially quoted an askingcprof around $$$$$ for the subject yacht
before the taxpayer and COMPANY 1 agreed to theb$$furchase price. PETITIONER REP.
further pointed out that the taxpayer agreed in Guatract of Sale to obtain any financing
necessary for the taxpayer to pay the contracted paice.

15. PETITIONER REP. stated that the COMPANY 1 smrviepartment is still in
business, but that its sales department has ctmsedtime since the subject yacht was purchased
in January 2009.

16. PETITIONER REP. also testified that very higiteproducts, such as luxury
motor yachts, are rarely sold for their suggest&RRR, especially during a recession.

17. To show that the subject’s sales price of $§&$®cted its value at the time it

was purchased, the taxpayer provided an internigt-gut dated December 8, 2010 from



Appeal No. 11-118

www.boattrader.com, in which a similar yacht waseatised for sale at a price of either $$$$$
or $3$$$ (Exhibit P-2). The yacht listed for sale in thivartisement is a new, never-titled 2009
MOTOR YACHT. The advertisement also indicated thatadvertised yacht's original MSRP is
$$$$$, which is significantly higher than the sabgMSRP of $$$$3$.

18. The taxpayer stated that the advertised yactitel same “model” as the subject
yacht. He explained that the advertised yachtigimal MSRP was probably higher than the
subject's MSRP because the advertised yacht wappes with items that were not on the
subject yacht at the time of purchase, includinga Joremium electronics package; 2) a GPS
system; 3) a chart plotter; and 4) auto pilot.

19. The County stated that it is possible that @tgertised yacht may have been
offered for sale at $$3$$$ or $$$$$ because it hefdcts. The County also wondered if the
advertised yacht was being offered for sale atlyéduaif its original MSRP because it had been
built in 2008 or 2009 and, as of December 2010, eetr sold

APPLICABLE LAW

1. Utah Code Ann. 859-2-103(1) provides that “[aHihgible taxable property
located within the state shall be assessed and &b@ uniform and equal rate on the basis of its
fair market value, as valued on January 1, unlésswise provided by law.”

2. For property tax purposes, “fair market valisetiefined in Utah Code Ann. 859-
2-102(12), as follows:

“Fair market value” means the amount at which prigperould change hands
between a willing buyer and a willing seller, neitlbeing under any compulsion
to buy or sell and both having reasonable knowleafgene relevant facts. For
purposes of taxation, “fair market value” shall determined using the current
zoning laws applicable to the property in questaxtgept in cases where there is
a reasonable probability of a change in the zoldng affecting that property in
the tax year in question and the change would fmwveppreciable influence
upon the value.

1 The advertisement listed two prices, $$$$$ rgddont at the top of the advertisement
and “your price” of $$$$$ in smaller font later he advertisement. The difference between
these two asking prices has no effect on the Cogioni's decision.
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3. Utah Admin. Rule R884-24P-33 (“Rule 33") prosédthe methodology for
valuing personal property, as follows in pertingatt:

R884-24P-33. 2010 Personal Property Valuation &uahd Schedules Pursuant
to Utah Code Ann. Section 59-2-301.

(1) Definitions.
(@) (i) "Acquisition cost" does not include inditecosts such as debugging,
licensing fees and permits, insurance, or security.
(i) Acquisition cost may correspond to the costvrfor new property, or
cost used for used property.
(b) (i) "Actual cost" includes the value of compats necessary to complete
the vehicle, such as tanks, mixers, special cagsipassenger compartments,
special axles, installation, engineering, erectimrgssembly costs.
(i) Actual cost does not include sales or exdares, maintenance
contracts, registration and license fees, dealargels, tire tax, freight, or
shipping costs.
(c) "Cost new" means the actual cost of the ptgpenen purchased new.
(i) Except as otherwise provided in this rule, Fex Commission and
assessors shall rely on the following sources terafgne cost new:
(A) documented actual cost of the new or usedcleshir
(B) recognized publications that provide a metfadapproximating
cost new for new or used vehicles.

(e) "Percent good" means an estimate of valuegsgpd as a percentage, based
on a property's acquisition cost or cost new, aefugor depreciation and
appreciation of all kinds.
(i) The percent good factor is applied againstitguisition cost or the cost
new to derive taxable value for the property.
(i) Percent good schedules are derived from atysisaof the Internal
Revenue Service Class Life, the Marshall and SRt index, other data
sources or research, and vehicle valuation guidel as Penton Price
Digests.

(6) All taxable personal property, other than pees property subject to an age-
based uniform fee under Section 59-2-405.1 or 8982, or a uniform statewide
fee under Section 59-2-404, is classified by exgzbetonomic life as follows:

(q) Class 17 - Vessels Equal to or Greater Thdregt in Length.
(i) Examples of property in this class include:
(A) houseboats equal to or greater than 31 feehigth;
(B) sailboats equal to or greater than 31 feldrigth; and
(C) yachts equal to or greater than 31 feet igtlen
(i) A vessel, including an outboard motor of tessel, under 31 feet in
length:
(A) is notincluded in Class 17,
(B) may not be valued using Table 17; and
(C) is subject to an age-based uniform fee undetiéh 59-2-405.2.
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(iii) Taxable value is calculated by applying fiercent good factor against
the cost new of the property.
(iv) The Tax Commission and assessors shall rethe following sources
to determine cost new for property in this class:
(A) the following publications or valuation mettsd
(D the manufacturer's suggested retail pricedish the ABOS
Marine Blue Book;
(I) for property not listed in the ABOS Marine (& Book but
listed in the NADA Marine Appraisal Guide, the NAD#verage
value for the property divided by the percent gfamdor; or
(1) for property not listed in the ABOS Marindu2 Book or the
NADA Appraisal Guide:
(aa) the manufacturer's suggested retail pricedonparable
property; or
(bb) the cost new established for that property &y
documented valuation source; or
(B) the documented actual cost of new or usedgptpjn this class.
(v) The 2010 percent good applies to 2010 modetshased in 2009.
(vi) Property in this class has a residual taxablae of $1,000.

4, UCA 859-2-1006(1) provides that “[a]ny persorsditisfied with the decision of
the county board of equalization concerning thesssent and equalization of any property, or
the determination of any exemption in which thesparhas an interest, may appeal that decision
to the commission . . . .”

5. Any party requesting a value different from ttadue established by the County
BOE has the burden to establish that the marketevaf the subject property is other than the
value determined by the County BOE. For a partp iglrequesting a value that is different from
that determined by the County BOE to prevail, thatty must: 1) demonstrate that the value
established by the County BOE contains error; angravide the Commission with a sound
evidentiary basis for reducing or increasing thkuation to the amount proposed by the party.
Nelson v. Bd. of Equalization of Salt Lake Couf48 P.2d 1354 (Utah 1994)tah Power &
Light Co. v. Utah State Tax Comm®00 P.2d 332, (Utah 197%eaver County v. Utah State

Tax Comm’'n 916 P.2d 344 (Utah 1996); aillah Railway Co. v. Utah State Tax CompBn

P.3d 652 (Utah 2000).
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CONCLUSIONS OF LAW

1. Rule 33 provides alternative methods of detemgin‘cost new.” Rule
33(6)(g)(iv)(A) authorizes the use of generally ilalde publications and valuation sources to
determine “cost new,” including the ABOS Marine BIBook that the County used to determine
the subject yacht's “cost new.” Rule 33(6)(q)(®)(authorizes the use of the “documented
actual cost” to determine “cost new.” The taxpayas documented the actual cost of the subject
yacht and advocates this alternative. The rules amd provide a presumption in favor of either
method.

2. The subject’s current value of $$$$3$, as esthbll by the County BOE, is based
on a “cost new” determined from publication datd &as the presumption of correctness. It is
also noted that the use of publication data is nliedy to result in uniformity across broad
groups of property. In a mass appraisal systerhligation data may be the only data readily
available to a county assessor.

3. That being said, however, “fair market valuetlefined in Section 59-2-102(12)
as “the amount at which property would change hamtween a willing buyer and a willing
seller, neither being under any compulsion to bugedl, and both having reasonable knowledge
of the relevant facts.” Thus, the goal not onh\Rafle 33, but also of this hearing is to determine
what the fair market value of the subject proparould be if sold in an arm’s-length transaction
meeting the criteria of the statute. The publaradi authorized by Rule 33 are surrogates for the
original sales price and are often the best infoionaavailable. Nevertheless, both parties have
testified that a property’'s MSRP is a price thaymat actually be realized in the market. The
County Assessor stated that she has rarely, if, g a boat that was sold at its suggested
MSRP. The taxpayer also testified that very higt-products, such as luxury motor yachts, do

not sell at their suggested MSRP’s, especiallyrdud recession. Based on a preponderance of
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the evidence available at the Formal Hearing, tbm@ission finds that the MSRP the County
used to assess the subject yacht is greater tharoit new.”

4, Although it has been shown that the County'sstaew” is too high, evidence of
a more appropriate “cost new” must also be shovwarbehe subject’s value will be reduced. In
this case, the taxpayer has provided documentettmse of the price the taxpayer paid for the
subject yacht when it was new. The County doeslisptute that the taxpayer paid $$$$$ for the
subject yacht when it was new.

The taxpayer’s “cost new” of $$$$$ is supportechbleast one other market offering of
a new yacht, specifically the internet advertisetrana new yacht for sale at either $$$$$ or
$$3$$. The advertised yacht is the same year adkimas the subject. The Commission
recognizes that the December 2010 internet adeeréat is almost two years after the taxpayer’'s
January 2009 purchase of the subject yacht. A&sutr some significant reduction in cost might
be expected. The advertised yacht, however, haesr fieen titled or used, and the Commission
believes that its advertised price supports thpager's contention.

Although the County has offered theories to sugtiesttthe subject yacht sold below its
fair market value or that the advertised yacht imaye had defects, it has offered no evidence to
support its theories. The County furthermore hasrstted no evidence to show that similar
yachts typically sell at prices that are closethimir MSRP’s than the subject yacht's sales price
was to its MSRP. Based on a preponderance ofviderece submitted at the Formal Hearing,
the Commission finds that the taxpayer has shoanthte subject’s “cost new” is $$$$3$.

5. Both parties agreed to a 63% “percent good'ofactWhen this factor is applied
to the subject’s “cost new” of $$$$3$, the subjetdis market value is $$$$$. On the basis of the
Commission’s findings, the subject’s fair marketueashould be reduced to $$$$$ for the 2010

tax year.
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Kerry R. Chapman
Administrative Law Judge

DECISION AND ORDER

Based upon the foregoing, the Tax Commission fthds‘cost new” of the subject yacht
to be $3$$$ and its 2010 fair market value to b$$$$ The RURAL COUNTY Auditor is

ordered to adjust its records in accordance withdhcision. It is so ordered.

DATED this day of , 2011.
R. Bruce Johnson Marc B. Johnson
Commission Chair Commissioner
D’Arcy Dixon Pignanelli Michael J. Cragun
Commissioner Commissioner

Notice of Appeal Rights. You have twenty (20) days after the date of tinder to file a Request
for Reconsideration with the Tax Commission App&atit pursuant to Utah Code Ann. 863G-4-
302. A Request for Reconsideration must allegelyndigcovered evidence or a mistake of law
or fact. If you do not file a Request for Recoesation with the Commission, this order
constitutes final agency action. You have thirt@)(8ays after the date of this order to pursue
judicial review of this order in accordance withadltCode Ann. §859-1-601et seq. and 63G-4-
401 et seq.
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